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Let’s review what causes heartache for a service contractor type company & TPT Sales Tax.  

These are companies that normally have one special skill, with experience in repairing or 

replacing air conditioners, flooring, pool service and repairs, roofing, plumbing, appliance 

repair, cabinets, and electricians, etc. Others include handyman type companies that work on 

and in more than one trade area. 

                       

Normally they work directly with the customer, for either residential or commercial service 

needs. They get paid at the time of service, they have a field person that is responsible to 

bring to the job location all the experience needed for the job, along with the materials and 

tools, etc  

About 35,000 companies are licensed by the State of Arizona Registrar of Contractors that 

can and do offer service work with a specific trade classification, however many other 

companies are working without a license by the AZ ROC. 

Majority of service companies have 1-10 employees and some companies have grown larger 

with 10-50 employees and a few have grown to over 50 employees.  

The Length of Time It Takes To Learn and Implement. 

To learn what each of up to 15 cities, 2 counties and the state needs from us to comply as a 

blue color small business. Normally these small businesses are opened by owners with 

knowledge and excellence in a specific construction trade field offering service work. Because 

of that, many times there is way too much difficulty in finding the information, going from page 

to page, site to site needed for each city and state. 

 

Businesses must understand clearly for each city they work in along with the state, before 

they can train their front line field technicians and tradesman, who normally doesn’t have any 

technology to help them while in front of a customer filling out the invoice to collect payment.  

They must have all the answers and understanding before they arrive, as they can 

understand. They don’t have time to go and ask questions; or find them on a website, ect. 

Time is money to a business.  

 

 How can we make it quicker to learn and implement multi-city TPT Sales Tax 

Procedures, for people with no experience in this area?  



Finding Service Contractor Answers on The Many Websites.  

“One Stop for Service Contractors” 

i.e.: What is taxable in each trade as a service contractor? What cities and state agree on the 
same answer? Which of them don’t?   And most of all what do we do when both the city and 
state don’t agree? How do we decide which way to go? Hoe does our accounting software 
work with one item with two different tax %, depending on the city? How do we know what 
county a home in AJ or Queen Creek is in when the same zip code could be either?  
 
There are too many websites to decipher what we need to be correct, as we do our job at 
each location, up to 15 cities, 2 counties along with the state (18) each month. 
 
The language is very hard to understand for many of us to apply it in our companies; we do 
have a business to run and are learning many new areas and wearing many hats already. We 
try to learn and understand the terminology of use tax, TPT sales tax, non-program, program 
and what that all means in our own service in the all the cities we service, but before we can 
continue on past this, we get interrupted from a customer or employee, we still have other 
work to get done. Normally most of us that have opened up these types of businesses are not 
bookkeepers, business majors, nor have time to become a TPT tax bookkeeper.  
 
We don’t normally have the resources to hire someone to do all the TPT sales tax work or 
train all the field employees, but we want to meet the requirements need as a small business 
in AZ.   
 
I interviewed one service company, who has a fulltime (college degree) controller, he told me 
it took him a very long 7 months after moving here, last year from another state, to feel 
comfortable with what and how the many cities and state ask of his business to collect and 
report TPT Sales Tax. And along the way, he had to train his many field technicians, too. 
 

 Can we offer a one stop shop with easy to find direct questions and answers, with 
examples for our service fields?  

 
 
 
 
 
 
 
 
 
 
 
 
 



Just Opening A Service Contracting Business?    
 
Where do you start to learn TPT Sales Tax for service contracting?? Businesses only have so 
much time and business experience to get this up and running.  
 
The AZDOR Business Basis form tells us: 
 
  “Various business activities are subject to transaction privilege tax and must be licensed. 
Those activities include retail sales, restaurants/bars, hotel/motel (transient lodging), 
commercial leasing, amusements, personal property rentals, contracting, owner/builders, 
severance (metal mining), transportation, nonmetal mining, printing, publishing, utilities, 
communications, air/railroad, and private cars/pipelines.” 
 
Then onto a form for more help: Contracting Activities states: 

 

Who Must Pay 

Prime contractors are subject to transaction privilege tax under the prime contracting 
classification. A prime contractor is a person who performs, coordinates or supervises 
construction work, including contracting with any subcontractors. The prime contractor is the 
person responsible for the completion of the contract. A prime contractor who only furnishes 
labor in the performance of contracting work is subject to the tax as well as one who furnishes 
both labor and materials. 
 
Examples of taxable contracting activities include: 

Construction or demolition of a building 
Road construction 
Construction for government agencies (Federal, state and local), schools, churches,  or 

non-profit organizations (such as hospitals) 
Installation of permanently attached equipment 
Sales and installation of floor covering, including carpeting 
Home remodeling (painting, wiring, plumbing, repairs, etc.) 
Sale of a new manufactured building by a licensed dealer 
Land excavation 
Landscaping 

 

 
Many businesses get stuck here, they don’t understand where they fit in for service work, and 
many of us are not remodelers.  
 
As we move along to the model city code site with many pages to look through to find 
answers and instructions, along with each of the non-program cities in hopes to find the 
answers we need quickly to put together for our business type.   
 
When we get help by phone or attend the classes we find an overall lack of knowledge in our 
service trades and our needs in the people we contact for help.  
The applications we need to fill out for all the cities are not always clear and take too much 
time to find and fill out. 



 

It’s Our Front Line Field Employees.. In Front of the Customers…That Need To 

Understand and Calculate The TPT Sales Tax, Not the Bookkeeper.  

                                     
Majority of service companies have their front line employees that are well trained in carpet 

cleaning, fixing the ac thermostat and knowing the right part that works in the 15 year old toilet 

correctly, etc determining how to correctly calculate and charge sales tax.   

 

These employees normally don’t have a pre-programmed cash register to help them or a 

bookkeeper to ask if Sun Lakes tax rate is different from Chandler, when they have the same 

zip code? These are the same front line employees that may service 3 cities or more in a day 

and may service both commercial and residential needs.  

 

 Their time is limited, their knowledge is limited, and how can it be easier for them to do 

correctly?  

 

Software Use for Reporting? 

 

We don’t have software that gives us all the data easily that is needed to fill in all the month 

end reports. Many of us don’t have the resources to find the way to get the numbers needed 

for the reports. This stops many from reporting. 

The capability and accuracy of a company’s accounting software is what really drives the 

ease of this process from a calculation standpoint.  

Since we don’t get to just report 65%, even though our classification is set up for the 35% 

deduction, we must find a work around with excel or another way to get the correct gross data 

to work with all the cities, county and state requests.  

 

 Can we offer step by step instructions of how to set up and use the most used 

accounting programs for reporting?  

 Can we let Quickbooks report directly to the State and Cities? 

 

 

 

 

 

 



 

The Costs and Time Businesses Really Incur? 

The bottom line for business is the expense and time is not affordable to do, collecting tpt 

taxes for the cities and state are a loss for business.   

 

A large burden is placed on the limited resources of a small business service contracting 

business to learn, implement, use a work around on the software or find another excel sheet 

that works along with meeting each city, county and states requests are a very costly and time 

demanding  in our businesses. 

 Questions & statements I received while doing my research with 

service contractors around the valley:  

 If I work with a home warranty insurance company and collect a deductible for 

my work, is that taxable? 

 I mostly have all labor work, so can I pay for the tax on my materials on the front 

end and cut out all the work?  

 I have spent a lot of time trying to figure out all I can for each city, but I just can’t 

so I report all my work to one city only. I’m too small to do anything more. 

 When I call in for help, I get different answers to the same question, what am I 

supposed to do? 

 I don’t have the money to hire someone to do this and report it, I keep trying to 

learn it each month, but I just don’t have the time, I’m trying to keep my business 

open. If they made it easier for me to understand and do, I know I could do it. 

 My average ticket is $75.00, I don’t have extra help to learn it all and get it to 

work with QuickBooks. I don’t have the money to pay for all the work it takes to 

report every month to every city. 

 When I asked if pre sold agreements are taxable, I got different answers.  

 When I asked if a dispatch or service call fees are taxable, I got different 

answers.   

 When I asked a city if a job was taxable I was told no, when I asked the state 

the same question, they said yes, I don’t know how to meet both their 

requirements on the same task, without doing wrong with the other.  

 There are too many forms to fill out to be licensed in all the cities, I don’t have 

time to do them all with everything else I have to do to keep the business 

running, I am the bookkeeper, the marketing person and the call taker, etc.   

 I laugh every time I get $3.34 accounting credit for doing all this work. We spend 

hundreds of dollars a month to collect and report tpt sales tax, with no help or 

incentive back to our business. But we will get a penalty if we can’t figure out 

what they say we have to do. The way it is now, it’s a no win for anyone.   


